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Economics: Background Paper on Central pmerica

Introduction

Weak economic conditions prevail throughout Central America today, réflecting
the difficult international economic environment of the past several years,
the effects of political instability and the consequences of poor domestic
economic . management. Economic and political stability  are intertwineag.
Without a reduction in the levels of violence, economic recovery is almost
impossible; Qithout economic growth, the social and political pressures

underlying some of the tensions in the region will inevitably increase.

This paper does not pretend to solve this dilemma. 1Its purpose is to describe
and explain current economic conditions, OEfive from that analysis the key
issues which need to be aacdressed, and suggest alternative conceptual
structures through which the United States could help the Central American

countries improve their economic performance.

The paper is divided into several sectibhs. The first deals with the
evolution of the economic situation in the region, highlighting the major
sources of the current economic distress and focussing on the external debt
situation and the role of foreign assistance. The second section identifies
critical economic needs of the region and raises several issues for further
discussion including short-term economic stabilization and the future of
regional integration. Finally, the last section of the paper deals with
policy options for the United States. In addition, the appendix summaries
individual country situations ana presents summarized country economic

statistics.



Economic Congitions*

The economy of Central America has been baaly affectea by the international
economic and financial crisis of the past several years. Adverse external
congitions, compounced by poor management ang structural economic weaknesses,
have proauced high inflation, economic stagnation, and debt service problems
throughout the region. Although ingivigual country experiences have agiffereg
marginally, the same general pattern has prevailea: since 1979 real gross
domestic proauct of the Central American countries has tengea to stagnate or

contract (See Table 1).**

TABLE 1

Change in Real GDP

(Percent)

1979 1580 1981 1982
Costa Rica 4.9 c.8 -4.6 -8.8
El Salvador -1.7 -9.0 -9.5 -5.4
Guatemala - 4.7 3.7 0.9 3.5
Honcuras 6.2 2.9 0.2 -1.2
Nicaragua ' -26.4 10.0 8.5 -l.4
Panama 4.5 6.0 4.3 4.1

* Lata in this paper are drawn from International Monetary Funa, Worlo Bank,
Inter-Anerican Development  Bank, U.S. Government, tne Bank ' for
Internationsl Settlements, anag national sources. These oata often conflict
ana are partially estimatea; the ocata whicn have been useg are juoged to be

the most accurate information available.

See the Appendix for notes on indivioual countries ang country cata sheets.



Changes in economic activity per capita have been even weaker in recent years
(Table 2). However, during the years between l§60 and 1975, per capita growth
was quite strong, reflecting the dynamism of the worla economy ana the
positive effects of sharply increased regional trade under the auspices of tne
Central American Common Market (CACMS. (Costa Rica, El Salvador, Guatemala,
Honauras, ang Nicaragua formed a trace ana payments union in 1960.) Economic
activity geclinea sharpiy in Nicaragua (reflecting the effects of the massive
earthquake and the struggle to overthrow President Somoia) and El1 Salvador
after 1975. During 1980-82, economic activity in Costa Rica, E1 Salvador,
Guatemala, and Honduras declined in per capita terms. Dﬁly Panama was able* to
maintain its economic growth momentum, at least through 1982. (In 1983,

though, real economic activity is reportedly declining in Panama.)

Table 2: Changes in Per Capita Real GDP

(Annual average percent)

1960-1970  1970-1975 1975-1980  1980-1982

Costa Rica 2.7 3.4 2.6 -9.2
El Salvador : 2.1 2.3 -2.8 -10.6
Guatemala ' 2.2 2.1 2.5 4.2
Honauras 1.5 -0.1 2.5 -4.0
Nicaragua 3.7 2.1 ~7.7 0.2
Panama 4.8 , 1.6 1.5 1.6

The differences among the Central American economies are almost as important
as the similarities. Per capita GNP ranges between $600 in Honouras to $1900

in Panama. Population growth varies from aroung 2.3% in Panama to 3.9% in
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Nicaraqua; El Salvador, whose population of almost five million is increasing
2.9% annuaily, faces serious population pressures on its land anc resource
bése. The distribution of income within these countries 1is. typically
unequally distributeo and ;he econopic dgecline of the past several years
probably worsened this distribution. The Economic Commission for Latin
ARmerica (ECLR) has estimateo that in 1980, the 20 percent of ingiviouals with
the highest incomes captured between 49 percent of the total (Costa Rica) and
66 percent (El Salvador); and the bottom 50 percent of inaiviouals between 21
percent (Costa Rica) and only 12 percent (El Salvador).

There are oifferénces in the ééonomic structure of tnese.countries, although
agricultural production plays an important role in the exports of all of
them. While tﬁere has been a relative increase in the past two gecaces in the
manufacturing sectors in all of the countries, they remain preaominantly
exporters of primary agricultural progucts. About 90 percent of the value of
Honcuras' exports are primary procducts; among the five member countries of the
CACM, the share 1is lowest for Costa Rica, at 75 percent. Exclucing'

re-gxports, Panama's exports are rougnly 70 percent primary products.

Cespits these ano other differences, these six countries--anc especially the
members of CACM-<have much in common. They have facec similar external
pressures, and have formulatea similar policy responses. Anag, as inagicatea
above, all now face the challenge to reactivate economies which have performmeag

baaly in recent years.
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The stagnation ano decline thoughout the region can be traced to several

factors:

1. Hign o0il prices, prolongea worlo recession, ana weak demana/prices for

commooity exports.

All of the countries in the region were baaly affecteac by the sharp rise
in oil prices during the 1970s. O0il imports in 1981, after the secono
roung of price rises ana before the collapse of Central America's exports,

were equal, to more than one-fifth of export revenues.

Moreover, slack world cemandg for Central America's key export products
{coffee, bananas, cotton, sugar, and meat) couplec with inflation-griven
increases in prices of their imports, lec to a drastic cetericration of
the region's temms of trade (the relationship between their export anc
import prices) starting in 1977. Between 1977 ana 1982 the terms of tracge
fell 4l%; the incex (1970=100) dgrepped from 121 in 1977 to 71 in 1982.
Tne significance of this aeterigration is thét the quantity of. exports
must increase in reverse relatiénship io the gecline in the terms of trace
Just to Import the same quantity of goooé; However at the same time that
thé export-import price relationship was deteriorating for these
countries, the importers of their progucts were also gdemanging less in

volume terms.

Since each of these countries has a relatively open economy in whicn
exports of gooas and nonfactor services account for 25 to 40 percent of
GOP, the shortfall in export earnings recucea the apility to import raw
materials, spare parts, and other capital ana consumer gooas, contributing

to the economic slowgown (Table 3).
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Table 3: Trade Perfommance, 1960-1982

(Average annual percent growth rate)

1960-1970 1970-1975 1975-1980 1980-1982

Costa Rica : '
Exports 10.3 16.4 15.2 6.5
Imports 11.2 16.9 17.0 -25.0

El Salvador
Exports 8.7 17.7 12.7 -19.3
Imports 4.7 23.1 10.5 4.2

Guatemala
Exports 9.9 16.6 18.9 -11.1
Imports 7.9 20.3 17.0 -6.8

Honduras
Exports 10.9 1i.7 21.9 -10.8
Imports 12.2 12.9 20.7 -15.7

Nicaragua
Exports 10.8 15.9 3.7 -4,0
Imports 12.2 ‘ 21.9 10.7 -5.3

Panama
Exports 12.8 20.5 2.5 -7.6
Imports 11.7 20.0 10.3 5.3

Intra-reqgional tensions anc political unrest.

The conflict between El Salvador ang Honguras in 1969 aaversely affectea
cooperation among the CACM countries ang began a process whicn gracually
undermined the dynamics of the common  market. Nevertheless,
intra-regional trace, largely in manufacturec googs, continued to grow
until 1980. Since 1980 political unrest in Nicaragua, El Salvagor ang
Guatemala ana the financial proolems ot all the CAOM countries leog fo a
sharp decline in intra-regional trage: the value of such trage fell by
almost one-thirg between 1980 ang 1982. Tnis collapse of intra-CACM

trace--in part because of the accumulation of serious trade impalances
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between Costa Rica and Guatemala with surplusses on the one hand ang
Nicaragua, E1 Salvador, ang Honouras on the other--contributeg to the

region-wide economic contraction.

Another economic consequence of political conflict--besices the
destruction of economic Iinfrastructure--has been commercial bank ang
investor retrenchment. Private sector confidence, both in ang outsiae
Central America, has been shaken; comestic ana foreign investment has
ceclinea ano capital flight has been substantial. Although accurate
measurements of capital flight are wunavailable, balance of payments data
imply that some $2.5 to $3.0 billian in private capital‘floweo out of tne

six countries between 1979 ang 1982.

Weak economic management.

Tne Central American countries had traditionally been characterizea oy
sound economic management as evicenced by their relatively gooa inflation
performance. However, they shifteg policies after the secono o0il shock,
the sharp increase in interestrrates:and the onset of recession in the
Uniteo States. Each of the countries inereaseo puDLiC sector spenoing in
an- attempt to sustain comestic economic activity; largsr public sector
geficits leo to higher inflation (especially in Costa Rica) ano increasead
foreign oebt (especially in Costa Rica and Panama). In 1980, inflation in
all of the countries was in oouble aigits ano, between 1975 ano 1980,

external cgebt in the region increased more than 200%.



4. Commercial bank retrenchment.

With the beginning of the international finmancial crisis in 1982, the‘
Central American countries lost their limited access to the international
commercial banking market. Trage tinance lines were cut ana public ano
private sector borrowers were unable to raise new funds. To some extent,
this reinforcea the grop in imports and the cecline in economic activity,
even though increased official assistance more than offset the decline in

commercial bank creoits.

The legacy of these gaevelopments 1is economic stagnation--with attenoant
widespreag unemployment, ceclining real incomes, ana ceclining traoe--ana a
significant accumulation of external cebt. Tne size of tne geoct ana tne
burden of servicing this cebt, relative foreign exchange earnings, are nighest

in Costa Rica, Nicaragua, anoc Panama.

Total disbursea cebt of the five CAdw countries was estimatea at $11.0 billion
at the end of last year; incluging Panama,A£he cebt total was $14 billion.
(The debt figures in Table 5 propably uncerestimate short term ang private
sector indebtedness.) About 40% of this oebt has been borrowed from

commercial banks.
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Table 5: External Debt Data

Total Debt Banks as % 1982 Debt

(ena 1982) of Total Service Ratio*
Costa Rica " $3.6 pillion 36 57
El Salvador 1.2 26 8
Guatemala 2.0 58 ‘ 9
Honduras 1.7 28 21
Nicaragua 2.5 38 ' 27
Panama 3, ]1%* 58 31

*As % of merchanaise exports ana non-factor service earnings.
**Pyblic oebt only. e

ARlthough gebt service burcens are less than tnose of countries like Mexico ang
Brazil, all of the countries in Central America are having acifficulty
maintaining timely debt service payments. Costa Rica, ana Panama are
currently restructuring their external debt. Nicaragua is presently in

aIrears on debt which was restructursg in 1980 ang 1981, Guatemala, Honcuras

and El Salvaaor are also having cifficulty meeting aebt payments.

Facea with these conditions, all of the Central American countrieé--except
Nicaragua which may enter into negotiaﬁions with the Funo ouring the
fall--péve acopteag IMF sanctioneg stabilization programs. The programs aim at
regucing public sector geficits and slowing rapic money supply growth in orcer
to recuce inflation, while at the same time staocilizing the balance of
payments. There have alreagy Ceen some successes: inflation has fallen
sharply in all of the countries; in Costa Rica, wnere intlation was 90% last

year, prices rose at an annual rate of 20% in the first half of 1983,
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These progréms probaoly imply continued economic stagnation for at least
1983-84, until international economic ana financial conaitions improve.
Despite the industrialization efforts of the past two decages--which were
largely almea at the regional market--the economic recovery of Central America
basically rests on higher commodity prices and increaseo demang. Arouna 70%
of the extra-regional exports of the six Central American countries are
accounted for by six commodities: éoffee; bananas, cotton, meat, shrimp, ana
sugar. Coffee ang sugar seem to be in structural oversupply ana, as a result,
prices remain weak. Prices of the other key export commodities have also not
performeg well. Thus, the terms of trace ang, ultimately, the earnings of the
region have not yet benefitted from economic recovery in the Unitea States.
As a result, imports (ana, hence, economic activity) are constraineg oy tne

availability of foreign finmance anc the neea to cevote foreign exchange to

Cebt service.

More generally, the region's external performance will ope largely acetermineg
by tne cevelopments in three key varizbles: aollar interest rates, oil prices
anad commogity prices. The sensitivity of the oalance of payments to these
variables can be easily summarizeoj Becadse of the large share of generally
fixeo interest rate ang lower cost official finance in the region's total
foreign gebt, a one percentage point rise in average interest rates costs
Central American countries about $60 million per year. A 10% rise in oil
prices costs some $100 million. And a 10% rise in the prices of the region's
commooity exports woulo produce agoed annual revenues of at least $350 to $400

million for the six countries as a group.

Tne importance of these key variables shoula not ope ungerestimateg; in both
the short ang meoium run, their performance will largely determine the

external financial needs of the countries. A healtny worla economy
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characterizea by moderately increasing prices for the region's main commogity
exports, stable or lower interest rates, ang stagnant or .ceclining cil prices
would consicerably ease the balance of payments problem and exert a positive

influence on economic activity in the region.

Nevertheless, the overall financing requirement for the region will remain
large. Specific forecasts have not yet been preparea, in part because of the
many political uncertainties which crucially affect economic variables. In
the short run, the bulk of new financing will come from official sources since
commercial lenoers are unwilling to exteng new creoits outsice of so-callea
"involuntary" lending in the context of formal restructuring agreements. For
example, last year commercial banks covereo only about 13% of the net
financing requirement of the region comparec to about 31% in 1980. (The data
in Table 6 uncerestimate the role of the oanks in 1982 since some of the

icentified principal and interest arrears were owed to them.)

Tabla 6: Central America's Net Financing Requirement

1980 1982
Net Requirement* $2.5 pillion  $2.8 billion
i Sources of Finance 100% 100%
Direct investment 9 8
Commarcial banks 31 13
IMF 0 3
U.S. Government 8 13
Other official grants »
ang loans 31 35
Arrears 2 22
Reserve usage o 13 -3
Unicentifieo 6 9

* Definea as the sum of the current account ceficit plus

estimateg capital flignt.



=12~

{
!

More than haif of the borrowing requirement was met by lencing or grants from
officiel sources, incluging the U.S. government, the IMF, the worla Bank, ang
the I0B. Although data are not strictly comparable, U.S. financial assistance
(incluging acevelopment ass;stance, gconomic support funas) PL430 ana CCC
guarantees) of some $370 million accounted for about 13% of the region's

financial neeas last year. Combinea Venezuelan ang Mexican assistance,

through the concessional o0il facility, totalled arouna $200 million.

Without a significant increase in financing--in particulgr, lower cost, longer
term credits which reinforce economic restructuring programs contribute to an
improvement in oébt structure, ang ease dJdebt service payments—-imports will
ramain depressed and economic recovery will be gelayeo. However, unless the
private sector--botn foreign and comestic--begins investing, any improvement
in near-term economic conaitions financea by higher levels of official
financial support will be short livea--and coulo leaad to renewea capital

flicht.

riticel Economic Issues

A numoer of issues are critical to the economic evolution of tme region. In
the short anc meaium term, the key economic neecs of the Central American

countries are:

-- to halt economic aeterioration;
-- to contain inflation;
-- to reduce balance-of-payments ceficits anc to regularize aept service;

-- to look beyono short-term stabilization ang to reinvigorate economic
growth on a sustainable basis;

]
|

to stimulate private investment, botn from internal ang external sources;
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-- Lo recuce high population growth rates and to create JODS for rapioly
growing labor forces;

-- to revitalize regional economic institutions in ofcer to mitigate the
problem of small mational markets;

-- to eliminate and reverse capital flight;

-- to restore political and economlc configence in orgcer to end th° flight
of human capital; :

-- to diversify the. uncerlying economic structures and export opases in
order to reguce the vulnerability to commogity price cycles;

-- to promote a more equitable aistribution of incoms.

Many of these proolems have a one to two year tihé horizon, such -as
stabilization, while others can oe oealt with only over the meaium term, sucn
as reinvigorating the CACM, stimulating new investment, and promoting
sustainable economic growth. The cgifferent time horizons are crucial to the
development of any economic program. Similarly, it seems clear that none of
tnese problems can be adoresseg effectively Gﬁring a military conflict. Until
political stadility returns to the region econcmic performance will remain

weak at best.
For each of these issues, there are different tactics which shoulo be
discussed. It is not the purpose of this paper to develop these issues, but

seversi xey factors should oe highlightea for ciscussion.

1. Short term eccnomnic stabilizaticn

Tne ovominant objective in tne short-term has to me to halt the economic
deterioration and lay the grouna work for future economic growth. In this

context the role of IMF sanctionec stacilization programs will neea ta be
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acaressed. There is considerable aisagreement over IMF congitionality. Some
observers claim that the Fund's approach is unduly harsh anc costly in temms
of economic growth; while others argue that in the absence of IMF.creait ang

policy guidance, the economic adgjustment would be even sharper.

2. The need for agebt relief

In a sense, only Costa Rica, Panama ana Nicaragua have ‘significant ogebt
problems, and, as inaicated above, changes in interest rates have a relatively
minor effect on tne balance of payments. Nevertheless, the oebt buragens of
these countries may be signgficant constraints on ecdnomic recovery and
expansion. Although these debt problems are no aifferent tnan those which
exist throughout the Hemisphere, there may be a need to aevelop mechanisms for
extraorginary aebt relief, incluoing concessional terms for public sector
reschegulings, lower interest costs on private sector debt, long-term agept
restructuring, or interest cost subsicies. At tne same time, such propossls
shoulc ce examined in the centext of the broacer cept preblem, witn particular'a

reference to Latin America.

3. Ccomodity price stapilization

Unger almost any realistic scenario, the region will remain oepengent on a
handful of commooities for its export earnings. The prices of these
commoCities tena to move in concert ano, to some extent, are affectes oy
business cycles in the ingustrial economies. However, the steaay cecline in
the terms of trace in recent years may suggest structural, ratner than

cyclical, weaknesses.) Volatility in export earnings nas a powerful impact on
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economic pefformance. Proposals to mitigate the impact either through
commodity price stabilization schemes (almost .certainlyy unworkable for the
region's particular exports) or special assistance payments triggered by price
declines (like the IMF's Compensatory Finance- Facility on the European

Community's STABEX scheme) might be consicered.

4. The future of reqional intearation

One of the most important questions over both the short-and megium-term is the
future of CACM. The Consultative Group initiative being.discussec in Brussels
during Septemper 13 to 15 has as its centerpiece a proposal to reinvigorate
existing regional economic structures. This raises financial questions about
relations between creoitor ang ceptor countries within the region, podliticai
questions about the role of Nicaragua and its relations with other CACM
members, ana economic questions about the tong-run viability of a regionally
focussed economic cevelopment strategy. In the short-run, any progress in
rsbuilging intra-recgional trace would contribute to econcmic TecOvery;
however, there are oifferences of opinion ebout the extent to which the
benefits of integration were exhausied by the enc of tne 1970s. Inceea, the
Caribbean Basin Initiative (CBI) effectively proposes an alternative mocel of

ceveldbment, one which is extra-regionally (i.e., towarcs the U.S.) orientea.

5. Tne relastive roles of the public ano private sectors.

With the declinme in private sector investment and cevelopment of significant
capital flight, efforts to resuscitate the economies in the region nave tencea
to focus on the public sector. The national authorities have relieg on public

sector investment to provice joos; official financial assistance tenas to tiow
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through public sector institutions in recipient countries; ana even where
official monies are available to encourage private sector initiatives,
ihvestor reluctance because of political ang economic congitions results in
uncerutilization of programs. As long as the region remains dependent on‘
official finmancial flows ana preoccupiec with political instability, "these

problems will remain acute.

Any discussion of future economic assistance programs will have to acaress the
impact of such flows on economic structures ana, inparticular, the public
orivate trage-off. In a similar vein, there may be giffering views of the

capacity of exiéting public sector imstitutions in the region to absorb

significant incremental amounts of fimancial assistance.

Policy Options

The United States 1is presently a major source of financial assistance to

)
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1 America; our assumption is that this role will centinue and perhaps
expanc in the coming years in an effort to help these countries aocress their
economic problems. The economic ano bolitical issues are intertwineg.
Without economic recovery, the political aﬁé soclal conflicts will teng to
worsen. Witnout a reauction in the levels of violence, sustainable economic
recovery--at least in some of the countries ang perhaps in all of them--is

unlikely.

As mentioneg earlier, we have not attempted to quantify the region's flnancial
neeas or its ability to use productively acoitional assistance. Nevertheless,

on the assumption that large-scale assistance will continue, tne following



discussion lays out alternative conceptual, organizational ang suostantive
patterns which the Unitea States might employ to encourage achievement of
economic (ana other) objectives. They are not necessarily mutually exclusive.

1. The United States can grant a series of bilateral economic concessions ang

encourage other countries to o the same.

This, essentially, is current policy. The Caribbean Basin Initiative hag
three elements, the first two of which seem to be prospering: increasea aig;
one-way free trage; ano tax concessions for new U.S. investment in TUBI
beneficlary countries. The U.S. has encouraged other c0untries in the western
Hemisphere (Canada, Mexico, Colombia, and Venezuela) to provige concessions of
their own. Antegating the CBI, Mexico ana Venezuela agreea to provige oil to
ccuntries in the Caribbean Basin on concessicnal terms. The Inter-Anerican
Cevelopment Bank 1s sponsoring a group oesignea to seek awo for Central
Anerican countries. (The World Bank chairs an aig group for countries in the
Carintean.) Other specific concessions can be consicerea. Tnese might
incluce setting up a trace-financing facility éupporteo by puolic funds;
helping to funa a CAOM payments fadility; femoving tne CBI trace restrictions;
provicing tax concessions for holoing conferences in Central American
c0untr1es; increasing the Overseas Private Investment Corporation's attention
to Central America; promoting trace by developing a small loan facility within
the Export-Import Banks; ana proviaging generous restructuring of public aqebt
owed official U.S. agencies. More generally, a dramatic increase in bilateral
economic assistance through tracitiongl venicles like aiag programs coula be

used to facilitate the economic agjustment process.
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The advantage of this approach is that it is specific and the benefits, while
often uncertain as to magnituge, are tangible. This approach to policy
réquires no new institutions, ano for the most part goes not require new
legislation. when concessions are grantea bilaterally, the Unitea States can
oiscriminate among countries, which it may wish to go on human rights grouncs,
because of political hostility to particular countries, or for other reasons.
This policy alreaoy exists, with many- specific elements 1in place, ang

agagitional concessions can be accea at U.S. aiscretion ana at U.S. timing.

Its major oisadvantage is that it is an accumulation of concessions without
any structure toi translate conc;essions into sustainable economic gevelopment.
Its dynamism, therefore, may depend on acaing new concessions from time to
time, while hoping that past concessions will promote economic progress
thereby making further concessions reduncant. Its major shortcoming is that
most of the specific concessions are hangouts requiring little in return from
recipient nations. Although this is not uniformly the case, since alc can be
withrela on various grouncs or be grantzo only for specific projects wnicn
carry their own conditions, it is generally true. The piece meal approach
lacks an overall motivating force ana has no cefinable targets. Hence,
sustazining political support in the U.S.' anc other donor countries is
gifficult; moreover, the stroné bilateral flavor of tne programs may faiir to

attract multilateral support. The result could be less economic (ang

political) support than mignt otherwise be possible.



2. In orger to correct tne structural snortcomings of tne pure

specific-concession option, a recional framework micht pe constructea which

makes concessions to specific countries conoitional on counterpart actions by

them.

Analogies are dangerous because the circumstances ana substance giffer from
case to case, but this option is closely related to the moagel of the Alliance
for Progress. The broag understanaing unger which U.S. aio was grantea ouring
the Alliance and the conditions imposed on recipient countries were set forth
in the Charter of Punta cgel Este. The framework was givén operational content
by the Nine Wise Men and later the CIAP structure (the Inter-American
Commnittee for the Alliance for Progress); these mechanisms involvea
dispassionate appraisals of national aevelopment programs oy experts from
throughout the Hemisphere. Those who were ipv01veo in the Wise Men or the
CIAP process speak well of each of them primarily because the expertise was
perceiveac as genuine, the appraisal frienoly if rigorous, ang tne context
multilateral--therby avoiding the conflicts which inevitaply arise 1in a
bilateral U.S.-recipient relationship. The framework succeecec for a time ang
probably contributed to the impressive economic perfommance throughout Latin
America curing the 1960s and 1970s. |

The analogy presupposes & multilateral ffamework involving at a minimum the
Unitec States ang all the recipient nations. The membership could be expanoceag
to include other aonor nations. The broader it gets, however, the more it

resemples a pure aia program, a sort of world 8ank for Central America.
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The aavantage of this approach have been stated. It imposes a structure on
specific concessions; it can agd an appraisal process to assess COuntry
béhavior as a congition precedent to providing concessions; and it can reduce
the friction inherent in a purely bilateral process. Tne Alliance analogy can
be carried one step further, by adaing economic growth and social targets, ana

this might aod specificity anc a time frame to the structure, although targets

should be exhortative rather than precise.:

The 0oisaovantages are those of the analogy. Whatever one's view of the
success of the Alliance, it is haro to resurrect a 1960s structure on a more

limitea group of countries in the 1980s. In agoition, the Alllance was

essentially an aid program and may not be an appropriate framework to agaress

trage ang other issues which are critical tooay.

3. The U.S. and others coulo forego a new structure and seek to revitalize

existing institutions.

The Consultative Group fo; the Caribbean, which has been successful in
mobilizing financial support to aséist ecbnomic restructuring efforts, is an
example of a sub-institution with a special regional focus establishead witnin
an existing institution. The Consultative Group on Central Anerica, sponsorea

by the 180, is a first step in this acirection for tne five CAOM countries.

The advantage of this approsch is that it avoigs establishment of a completely
news institution. OLepending on the membersnip, the cansultative group concept
minimizes bilateral frictions. Aic givers ang recipients are familiar with

the procedure since it is usea in many contexts as a way to raise aia funas



and to comment on recipient-country economic aevelopment ‘programs. The
disadvantage is that it is essentially an aid grouping, but without the crama
attencant on a new strucutre and therefore unlikely to arouse much aig-giving
passion. Moreover, the consultative group mecnanism can be bulky ana

ireffective if it lacks strong oonor support ana aggressive leacership.

4, The U.S. and other creditors could go beyona the aig-giving framework anc

develop a structure focussed on reqular appraisals ang consultations on

overall development programs as well as policies in specific sectors (trace,

investment, agriculture, eneray, etc.).

The analogy here is that of the Lome agreement oetween the European Economic
Community (EEC) and the African-Cariboean-Pacific (ACP) countries. At
periocic intervals, usually five years, the EEC ana the ACP countries sign an
agreement setting forth mutual responsibilities (up to here, this is like the
Charter of Punta ael Este) ano EEC aia progresms sre tnhen ccmmitted OVer tnis
time frame. In acoition to this aid aspect, policy-level officizls meet
periocically on the problems, proscects ana neecs of cifferent _SEctors.
There--coula ana probacly shoulo--also be an annual meeting at ministerial
level to appraise the progress of all tne coﬁntries uncer tne agreement.  The
structure also incorporates a mecranism whicn triggers acaitional financial

assistance if commooity prices cecline.

'Although it woula be difficult for the Unitec States to make a five-year aic
commitment since Congress has not nomally been amenable to long-term
commitments, this may not be out of the questicn ano woula encourage the

Central American countries to develop programs that have an extended time
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frame. The"congressional problem could be hanclec as it was under the
Alliance, as a five-year best-efforts enceavor rather than as an obligation.
And the donor group could be defined to incluge the U.S., Canaga, Mexico,

Venezuela and the perhaps other major Latin American countries if they are

prepared to provide economic assistance.

The main aavantage of tnis structure - is that it builes in perioqic
(semi-annual or annual) sectoral policy reviews. In the absence of this
attention-getting ocevice, the tencency for the U.S. Government is to pay
attention to Central America when a crisis 1is at hano, to 1look for
concessions, ana then to forgewt the region wnen a crisis erupts elsewnere.

The periodic meetings may also obviate the need to amass concessions ab initig

since they can emerge from the circumstances at tne time of tnese regular

meetings.

The aisaagvantage of this structure is that, withocut an on-going major
political commitment, over time the official representation at regular
r2gional meetings will probably diminish, especizliy on the part of the Uniteo
States. The meetings could deteriorate into gemand-and-reject sessions or
efforts to force U.S. officials to cgesign new ccmpromise concessions, rather
than joint efforts to acdress pressing macro- anc micro-economic issues. This
would be particularly true if the statemsnts at the meetings were publicizeo
in recipient countries for political purposes, althougn tnis goes not seem to

have been a major problem for the EEC.



Conclusion

It is impossible to divorce the medium-term economic problem--ana to icentify
possible solutions--from current economic conaitions. Over the short-term,
the thrust of U.S. economie ana finéncial assistance will inevitably be to
reverse the economic aecline and to reinforce on-going stabilization ana
restructuring efforts. Over a longer time horizon U.S. policy can facilitate

the develgpment of stable, expanding economies which are less vulnerable to

the vagaries of international economic conditions.

In other woras, the kings of U.S. policy efforts which are appropriate today
ang which will be neeged in three to five years (at least if economic
stapilization efforts are successful) are different. For example, balance of
payments assistance should become less critical, wnile unimpalreg access to
the U.S. market will take on adced vimportance for the Central American
gconomiss.

Tre structures which are usea to celiver U.S. assistance shoula be Gesigned 1n
the context of both present problems and future prospects. They should
encourage economic stabilization efforts now; put anticipate tne re-em=rgence
of radicly growing, export oriénteo economies over the course of the cecace.
The experiences of 1960 tnrough 1975 suggest this is a realistic goal; the
experiences of the past several years suggest it shoula be an imperative of

American foreign policy.



Appendix: Country Detail

It is important to highlight differenmces in economic congitions among the
Central American countries. The country notes presented here summarize some
of the key developments in each of the six countries. The data tables were
prepared from a variety of sources including IMF, World Bank, IDB, ECLA, U.S.
Government and Bank for International Settlements aocuments. Note that the
calculations of aebt service ratios are baseag on interest -ana amortization
payments on public sector debt ana the export of goods and non-factor
services. As such, in countries where there is private sector cebt ang

especially where significant arrearages have accumulateo, these ratios are

understated.
Costa Rica

Between 1965 ana 1977, real GOP in Costa Rica more tnan triplea. There was
reasonatly wige sharing of the benefits of this growth, as measured both in
improvea income distribution anc in improvec social incicators for healtn ang
education. The economy underwent consicerable aiversification. For example,
excorts of manufactures increaseg curing those years from S to 29 percent of
total exports. Net export growtn in manufacturing (that 1s, gross exports
less imported inputs) was less spectacular; over the years in question, the
value of exports grew eleven times and of importes inputs seven times. Growth
in the agricultural sector was also less inpressive. Agriculture's
contribution to GOP ceclinea from 24 to Z1 percent ouring tne 1970s. In 1980,
agricultural exports still cqnstituteo 63 percent of the value of ail
merchandise exports, but the need to import agricultural procgucts for aomestic

consumption increaseg.



-l D=

By the late'l970$, Costa Rican export growth slowea because of the worla ana
regional economic slowdown. The public sector deficit showed steagy increases
in the latter 1970s; by 1980 it exceeced 1Q percent of GOP ana reacheo 13
percent of GDP in 198l. Partly as a result, tragitionally low inflation (less

than 5 percent a year in the early 1970s) reachea 90% in 1982.

Costa Rica thus faced typical stabilization problems: an unsustainable
balance of payments geficit, inability to meet ocebt sefvice, a ourgeoning
fiscal deficit, and the beginnings of runaway inflation. The country reacheg
agreement with the IMF in late 1982 on a stabilization brogram, ana has msege
significant progress in restructuring its debt payments., On present trends,

Costa Rica could regain the late 1970s level of real per capita income in 1985.
El Salvador

Like the rest of the region, &l Szlvacor hsg satisfactory overall econoumic
growth fram 1960 through the late 1970s. However, this performance ocia not
translate into improves income aistribution. what ECLA has callea “extreme
poverty"--the inability to obtain a food basket necessary to sustain minimum
bilological-nutritional levels--affectea about 50 percent of £l Salvagor's
populticn in 1$80. This was comparaple to tne percentage in Honouras, but
higner than other Central American countries; ©0y contrast, the ECLA

calculation for Costa Rica in 1980 was less than l4 percent.

During the almost two decages of strong growtn El1 Salvaaor developea an
efficient industrial base, at least by Central American standards. Inceeaq,

its manufacturea exports cruing the 1970s within the CACM were secong in value

only to those of Guatemala. One weakness of this export pattern, however, was
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that almost 80 percent of E1 Salvacdor's manufactureg exports went to other
CACM members ana these exports inevitably sufferec as real incomes geclimea in
the region. The agricultural sector also experienceg satisfactory leveis of

growth ouring most of the 1970s; in the ten years from 1$70 througn 1979,

growth in this sector was 41 percent, or about 3.6 percent a year.

The economy turned aown in 1979 pecause of tne combination of internal
political conflict, gecline in demand of other CACM countries, and the
deterioration in the terms of trace. Fixeo investment,.whicn was as high as
26 percent of GDP in 1978, declined sharply in 1979 ang has since been between
10 and 12 percént. The publ;c sector oeficit, which wés between 1 anag 3
percent of GCOP before 1979, has averagea aroung 10 percent in recent years.
The economic prospects of ELl Salvacor are hostage to the aomestic political
situation; continuing economic stagnaticn or cecine seems likely in the near

future.

Cuatemala 1is the most popplous Central American country ana the one which
should have had the most promising economic potential in lignt of its rescurce
base. Inceed, its annual avérage GDP growtn rate for most of the 1970s,
around 5.75 percent, exceeded that of most of Latin America. It has the most
extensive ang competitive manufacturing base of any of the CAOM countries anao
a oaiversified agricultural sector whose contribution to GOP has aepencea
mainly on the key export crops: coffee, cotton, sugar, Dananas, ang peet.

Like El Salvacor, land ownersnip has been highly concentrateag.



The downturn in Guatemala's economy began in 1978, ang the oegline has since
continued. A good part of the work force, arouﬁc 40 percent, is estimateog to
be unemployed or engaged in only part-time activities. Like all of the
Central American countries except Nicaragua, Guatemala is implementing an

economic stapilization program, suppcrtea by the IMF.

Honauras

Honouras has the lowest GDP per capita of the CACM countries ana the nhighest
levels of infgnt mortality ana illiteracy. Except for éhe aaverse effects- in
1974 ana 1975 from Hurricane Fifi, its GDP growth rates were hignh until aoout
1980 and all major sectors shared in this growth. The problems facea by the
Honguran economy, apart from the political uncertainty whicn the entire region
faces, are its limited export base (the main agricultural exports are bananas
ana coffee), the severe decline in the terms of trage starting aroung 1979,
and the unger-ceveloped nature of its industry, which involves little value
acoed in the country. Only about 7 percent of Honguras' exports go to other

CACY countries, the lowest percentage of any of the CACM memters.

Nicaragua

Real GDP growth in Nicaragua averagea between 5.5 and 6.5 percent annually
between 1960 ana 1975. Among the reasons for this growth were the expansion
of cotton proauction ang the stimulus receivec from tragce within tnhe CACM.
The turnaround in Nicaragua's economy followea the military conflict of
1978-79, which interruptea tne agricultural cycle, agestroyed many inaustrial

establishments, ano led to a 27% cecline in real GODP in 1979. Ever since,
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Nicaragua's \relative role in the CACM has ogeclinead ang its fiscal ano
balance-of-ﬁayments ageficits have purgeonea. It rescheculec its external cebt
oh relatively favorable temms in 1980 andg 1981 (the country committeo itself
to pay only 7% interest, put agreeg to capitalize the balance of market
determined interest costs; the ceal was completed because the Sanainista
regime initially inaicatea it woulo not seek adoitional bank creoits), but has
recently been unable to make scheauled payments. Although the country has no
IMF program the government is seeking to bring public spenoing into line witn
available resources. Even more than the other countries of the region, its

public sector has grown ang cregit to the private sector has opeen sharply

.

curtailed.

The country's future is nighly uncertain. It must overcome a shortage of
foreign exchange for necessary inputs to agriculture and inaustry, and must
eitner provice more incentives for private sector investment or (more likely)
replace the shorfall in private investment by puolic investment. The latter
strategy 1s complicatea by trne fiscal austerity imposea for stabilization

reasons. Nicaraguan authorities are now consicering an approach to poth the

IMF ang the World Bank for balance of payments assistance.

Panama

Panama is not a member of the CAQM and its economy 1is more heavily service
oriented than the other Central American count;ies. At present, agriculture
contributes about 10 percent to GOP (cpmparec with Cuatemala at 25 percent and
Cost Rica ang Nicaragua, both over 20 percent); manufacturing about 10

percent; ang services, incluaing construction, the rest.
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Panama hag wuneven growth during the 1970s, but then rebounged sharply in
1¢78. Its pattern, therefore, has been someﬁhat gifferent from the other
countries, resuming growth as tneir declines began and remaining positive,
although at a declining rate, through 1982. This performance reflected the
positive affects on investo; ;onfidé%ce of the signing of the Panama’ Canal
Treaty, as well as agg;essive counter-cyclical policies. As a result of the
latter, inflation increased sharply in 1979 and 1980, ano the current account
geficit reached almost 1l1% of GDP in 1979. However, the extreme openness of
the Panamanian economy tends to prevent economic policy from giverging for
long from international congitions. Since Panama is ‘essentially a aollar
basea economy, the fiscal geficit must pe finanacea in tne oollar capital
mar<ets, ang access to foreign crecit oirectly cetermines the stance of

econonic policy.

Panama has been less affecteac than many Latin countries oy the agebt crisis,

altrough it and is currently impleting a debt restructuring agreement.



Population: 2.3 million
GDP (1981): $2.6 billion
GNP/capita (198l): $1,430

Historical Economic Performance

Costa Rica \

Population growth rate (1970-81): 2.8%

Labor force growth rate " T 3.9
Labor force in agriculture: 29%
Literacy rate: 90%

(average annual rate, percent)

1970-1975 1975-1980 1980-1982

1960-1570
Gross Domestic Proouct (GOP) 6.1
GOP per capita 2.7
Consumer prices 2.3
Exports 10.3
Imports 11.2

External Public Debt

Recent Domestic Economic Performance

1979
GOP 4.9
GDP per capita 2.5
Public Sector Deficit/GDP 13.5
Consumzr Prices 9.2
Unemployment Rate 4.9
Real wages 4.8
External Economic Performance
Colones per USS$ (yr avg)
Terms of Trace (% change
Exports, fob
Imperts, cif
(Cil)
Trace Zalsnce
Current Account Balance
Total Reserves (ex gold)
Total Debt
puolic term debt (incl. IMF) .
other
owsg to:
commarcial banks*
boncholders*
other official
IMF

interest arrears**

1973

1055
20
779
57

0

*There may be couble counting in these two categories.
#*Principal arrears are incluceg in appropriate cedbt totals.

Debt Burcen Ingicators

Public Debt Interest/Exports .
Public Cebt Int. + Amort./Exports

Total Debt/Exports
Total Debt/GCOP

10
32

169
87

6.0 5.3 -6.7
3.4 2.6 -9.2
13.7 8.1 6l.4
16.4 15.2 -6.5
16.9 17.0 -25.0
13.0 33.8 19.6
(percent)
1980 1981 . 1982
0.8 <4.6 -8.8
-1.7 -7.1 jll.3
11.2 14.3 9.1
18:1 37.1 90.1
5.9 8.7 8.9
-2.9 -9.1 -19.9
1980 1981 1682
8.6 21.8 37.6
-0.5 -12.0 -8.1
($ millions)
1001 1003 876
-1528 -1213 -86C
(229) (205) (193)
=527 =210 16
-664 =426 ~241
146 121 226
2522 3119 3552
1840 24663 2671
662 651 88l
1370 1299 1261
14l 458 502
53 1110 1266
58 104 93
0 148 430
(percent)
15 25 35
33 52 57
203 255 312
101 119 142

. 470



Population:

£l Salvador

-4.7 million Population growth rate (1970-81): 2.9%
GOP (1981): $3.6 billion Labor force growth rate T 2.8%
GNP/capita (1981): $650 Labor force in agriculture: 50%
Literacy rate: 62%
Historical Economic Performance
(average annual rate, percent)
19¢0-1970 1970-1975 1975-1980 1980-1982
Gross Domestic Procuct (GDP) 5.6 5.5 0.8 -7.5
GDP per capita 2.1 2.3 -2.8 -10.6
Consumer prices 0.7 8.6 13.0 - 13.2
Exports 8.7 17.7 12.7 -19.3
Imports 4.7 23.1 10.5 4.2
External Public Debt -— 17.4 21.0° 21.9
Recent Domestic Eccnomic Performance
(percent)
1979 1980 1981 1982
coP . -1.7 -9.0 -9.5 -5.4 )
GDP per capita- -3.7 -11.2 -11.7 -7.8
Public Sector Deficit/GoP NA 7.1 8.0 7.2
Consumer Prices 15.9 17.4 14.7 11.7
Real wages (minimum wage) -16.6 15.3 -12.9 NA
External Economic Performance
1979 1580 1981 15€2
Colones per US$ (yr avg) 2.5 2.5 2.5 2.5
($ millions)
Exports, fob 1129 1072 794 738
Imports, cif -1024 -972 -586 -930
Tace 83lance 105 130 =192 =152
Current Account Balance 35 =15 =274 -270
Total Reserves (ex gold) 140 78 72 109
Total Debt 798 894 1050 1227
public term cebt 405 o ols 708 863
other 393 337 316 364
owed to:
commercial banks 410 349 328 217
official creditors 388 497 652 742
IMF 0 7 44 107
arrears NA 41 66 61
Depbt Burcen Ingicators
(percent)
Public Debt Interest 2 2 3 4
Public Debt Int. + Amort./Exports 3 3 5 8
Total Debt/Exports 6l 73 117 138 .
Total Debt/COP 23 25 31 33



Population: 7.5 million
GOP (1981): $8.7 billion
GNP/capita (1981): $1,140

Historical Economic Performance

Gross Domestic Procuct (GDP)
GDP per capita
Consumer prices

Exports
Imports
External Public Debt

Guatemala \

Recent Domestic Economic Performance

coP

GDP per capita

Public Sector Deficit/GDP
Consumer Prices

Real Wwages

External Economic Performance

Quetzales per US$ (yr avg)
Terms of Trace (% change)

Exports, fob
Imports, cif
Trace Balance
Current Account Balance

Totzl Reserves (ex golc)

Total Debt
public term debt (incl. IMF)
other

owed {0
commercizl banks
official creditors
IMF
comnercial arrears

Pebt Burden Ingicators

Public Debt Interest/Exports
Public Debt Int. + Amort./Exports

Total Cebt/eExports
Total Debt/GOP

Population growth rate (1970-81): 3.1%
Labor force growth rate " : 3.2%
Labor force in agriculture: 55%
Literacy rate: 47%
(average annual rate, percent)
1940-1970 1970-1975 1975-1980 1598D-1982
5.5 5.6 5.7 -1.3
2.2 2.1 2.5 -4,2
0.8 8.5 10.7 5.8
. 9.9 16.6 18.9 -11.1
7.9. 20.3 17.0 -6.8
- 8.1 33.4 34.1
(percent)
1979 1980 1981 1982
4,7 3.1 0.9 -3.5
1.6 0.7 -2.1 -6.3
3.2 6.4 7.1 5.1 .
11.5 10.7 11.4 0.4
1.9 -9.6 6.4 NA
1979 1980 1981 1682
1.0 1.0 1.0 1.0
- 0.1 -11.8 -3.2
(% millicns)
1241 1520 1299 1200
-1513 -1558 -1673 -1388
=272 -78 -374 -188
=176 -176 =585 =371
696 L45 150 112
1087 1203 1426 1955
586 €92 1046 1349
501 =11 380 606
585 €78 864 1133
502 525 449 373
0 0] 113 108
0 ‘0 8] 344 350
(percent)
2 2 3 4
5 4 6 9
74 70 98 150
16 15 17 22



Population: 3.8 million
GOP (1981): $2.4 billion
GNP/capita (1981): $s00

Historical Economic Perfomance

Gross Domestic Product (GDP)
GOP per capita
Consumer prices

Exports
Imports
External Public Debt

-33-

Honduras

Population growth rate (1970-8l):  3.4%

sbor force growth rate " : 3.1%
Laoor force in agriculture: 62%
Literacy rate: 60%

(average annual rate, percent)

Recent Domestic Economic Performance

ooP
GDP per capita

Public Sector Deficit/GOP
Consumer Prices

External Economic Performance

Lempiras per US$ (yr avg)
Terms of Trace (% change)

Exports, fob
Imports, cif
Trace Ealance
Current Account Balance

Total Reserves (ex gold)

Total Debt
public term {incl IMF)
other

owed to:
commarcial banks
official creditors
IMF

interest arrears (principal arrears O
are incluged in appropriste debt

total)

Debt Burden Indicators

Public Debt Interest/Exports

Public Debt Int. + Amort./Exports

Total Debt/Exports
Total Debt/GDP

1960-1570 1970-1975 1975-1980 1980-1982
6.7 3.1 5.9 0.5
1.5 -0.1 2.5 -4.0
2.4 6.3 9.4 9.6

10.9 11.7 21.9 -10.8
12.2 12.9 20.7 -15.7
- 24.0 30.0 19.0
(percent)
1579 1980 1981 1982 .
6.2 2.9 0.2 -1.2
2.6 -0.7 -3.2 -4.,7
5.2 9.2. 8.6 8.3
12.1 18.1 9.4 9.9
1979 1980 1981 1582
2.0 2.0 2.0 2.0
-13.7 -4.2 -2.7 -7.9
¢ millions)
756 850 784 677
-e52 1040 -975 =739
56 -150 -191 -62
-152 -317 -302 219
209 150 101 112
1150 1362 1552 1661
769 996 1261 1452
390 366 251 169
557 570 575 469
777 529 1036
0 15 38 103
0 0 3
(percent)
3 7 1 14
12 13 17 21
124 1481 172 212
53 55 59 59




Popdlation: 2.8 million
GOP (198l): $2.6 billion
GhP/caDita (1981): %860

Historical Economic Perfommance

.

Gross Domestic Product (GDP)
GDP per capita
Consumer prices

Exports
Imports
External Public Debt

Nicaragua {

\

Population growth rate (1970-81): 3.9%

Labor force growth rate " o 3.8%
Labor force in agriculture: 43%
Literacy rate: 0%

(average annual rate, percent)

Recent Domestic Economic Performance

GOP
GOP per capita

@

Central Government Deficit/GDP
Consumer Prices

External Economic Performance

Cordobas per US$ (yr avg)

Exports, fob
Imports, fob
(0il)
Traece Balance
Current Account Balance

Totsl Reserves (ex gold)

Total Debt
public term (incl IMF)
other.

owed to:
comnercial banks
official creditors
IMF
arrears

Dbt Burcen Incicators

Public Debt Interest/Exports
Puplic Debt Int. + Amort./Exports

Total Debt/Exports
Total Debt/GOP

1960-1970 1970-1975 1975-1980 1980-1582
6.4 5.5 -3.2 3.4
3.7 2.1 -7.7 0.2

NA NA 19.1 24.3

,10.8 15.9 3.7 -4.0

12.3 21.9 10.7 -5.3

- 32.6 23.2 22.1
(percent)

1979 1980 {981 1582
-26.4 ~ 10.0 8.5 -1.4
-32.8 6.4 5.0 4.4

6.7 9.0 10.4 12.1
48.1 35.3 23.9 24.8
10.1 10.1 10.1 10.1
($ millions)
616 - 450 500 415
389 803 922 720
(60) (148) NA NA
227 -353 -423 =305
180 407 -521 452
NA NA NA NA
1410 1745 2046 2548
1169 1745 2000 2548
241 0 46 0
6329 743 752 975
715 952 1229 1554
56 50 25 19
NA NA NA NA
(percent)
6 8 17 26
8 15 34 37
206 349 372 548
8l 80 79 96
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Population: 1.9 million
GOP (1981): $3.9 billion
GNP/capita (198l1): $1,°10

Historical Economic Perfecrmance

Panama

Population growth rate (1970-81):  2.3%

Labor force growth rate " D2.4%
Labor force in agriculture: 2%
Literacy rate: 85%

(average annual rate, percent)

1960-1970 1970-1975 1975-1980 1980-1982
Gross Domestic Procuct (GOP) 8.0 4.9 4.5 4.2
GDP per capita 4.8 1.6 1.5 1.6
Consumer prices 1.3 7.2 6.8 5.7
Exports 12.8 20.5 2.5. -7.6
Imports 11.7 20.0 10.3 5.3
External Public Debt - 36.4 23.9 10.9
Recent Domestic Economic Performance
(percent)
1979 1980 1981 . 1582
GDP - 4.5 6.0 4.3 4.1
GOP per capita 1.9 3.4 1.7 1.6
Public Sector Deficit/GOP ©11.8 5.2 5.4 11.0
Consumer Prices - 8.0 13.8 7.3 4.2
Unemployment Rate 8.8 8.2 NA NA
Real wages -1.6 ~4.3 =3.3 NA
External Economic Performance
1979 1980 1981 1582
Balboas per USS$ (yr avg) 1.0 1.0 1.0 1.0
Jerms of Trace (% change) 4.8 -1.9 -7.4 -1.5
($ millions)
Exports, fob 453 526 494 449
Imports, fob -1C%4 -1343 -1470 -1489
Trace 8alance -625 -816 -976 -1C40
Current Account Balance -296 =271 =429 ~474
Total Reserves {ex golc) 119 117 120 101
Total Public Debt 2168 2401 2603 3106
Term (including IMF) 2104 2286 2453 2864
Snort-term 64 115 150 242
owed to:
official creditors 44 100 1095 1233
commercial banks 1183 1377 lals 1789
IMF 41 23 94 84
Debt Burzen Inzicators
(percent)
Public Debt Interest 17 16 17 21
Public Debt Int. + Amort./Exports 35 30 27 31
Total Public Debt/Exports 185 154 159 187
Total Public Debt/COP 77 68 67 74



